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It is not without emotion that I open our Fourth 
Annual Conference. First of all I should like to thank 
M. Maurice Petsche, Finance Minister of my country, 
and Chairman of the Board of Governors of the Inter- 
national Bank, for requesting me to speak on both our 
behalfs. His gesture was doubtless prompted by the 
thought that I have had the honor of taking part in all 
our conferences since Bretton Woods, and that it would 
give me great pleasure indeed to preside at the first 
session of an important meeting in the history of our 
institutions. 

In July 1944, while battles were still raging on the 
beaches of Normandy and on the islands of the Pacific, 
men of good will and in good faith were getting together 
in the quiet setting of New England in order to prepare 
for the reconstruction and prosperity of the world. It 
is quite obvious that at that time it was impossible for 
them to visualize with scientific accuracy what the eco- 
nomic situation of the world would be once the fighting 
was over. Inevitably, they were thinking of prewar years 
and were inclined to believe that the future would not 
differ very much from the past. 

Today, we realize that the world has been much more 
deeply affected by the war than we imagined. The mech- 
anisms which we expected to be promptly restored are 
not yet functioning. The automatic adjustment of cur- 
rencies has not yet been resumed, capital markets are 
no longer playing their traditional part, and balances of 
payments are in disequilibrium. 

That does not mean that our institutions have failed 
as some people contend and I should like to show why. 

Our institutions have provided us with an indispen- 
sable forum in which consultations and debates on 
questions of international finance can take place. Since 
Bretton Woods, regular contacts have been maintained, 
sometimes of a public character, sometimes more discreet 
as is indispensable in such a field as ours. Legal pro- 
cedures have been set up by means of which monetary 
and financial decisions can be discussed and formulated 
in common, due account being taken not only of national 
and limited interests, but also of the common world 
interest. Hence has come the establishment of a common 
discipline and the possibility of better coordination be- 


tween the domestic policies of member countries. From 
this point of view, our institutions are playing a vital part 
in the organization of the postwar world. 

Everything is not always perfect in that difficult task. 
Certain obstacles standing in the way of a cooperation 
which must remain exclusively technical had been fore- 
seen by one of the men to whom we owe the most, Lord 
Keynes. In the last address which he gave us in Savannah, 
he already denounced that bad fairy—politics—leaning 
over the cradle of our infant institutions, among well 
wishing fairies, and impeding their action. 

But while improvements are desirable, we must not 
minimize the importance of the technical cooperation 
existing between the 48 member countries of the Bank 
and the Fund, in order to adjust and coordinate their 
efforts. Those results, although less obvious, are how- 
ever as important as the direct financial aid of hundreds 
of millions of dollars which our two organizations have 
granted to their members. 

That task of technical cooperation has been carried 
on under sometimes thankless conditions by the excel- 
lent staffs of our institutions and by their chiefs: Mr. 
Camille Gutt who has led the Fund ever since its birth 
with determination, patience, loyalty and good humor, 
and Messrs. Eugene Meyer, John McCloy, and Eugene 
Black who have been the successive heads of the Bank. 
The loss which we have incurred in having to part with 
Mr. McCloy has been compensated only by our satis- 
faction in greeting as his successor one of his closest 
associates who is well qualified to further the work which 
has been so admirably initiated by his predecessors. 

The years immediately following the end of the war 
and which have just ended may be described as a period 
of emergency repairs. The problem was to restore as 
quickly as possible the prerequisites of reconstruction. 
For that purpose, production had to be resumed at a 
satisfactory level in the largest possible number of 
countries. 

That has now been achieved, at least for the world 
taken as a whole. The level of world production today 
is above that of prewar years. To a large extent that 
important achievement has been obtained through that 
act of farsighted statesmanship, the Marshall Plan. 
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The generosity and boldness which are the charac- 
teristics of that momentous measure are particularly 
remarkable in that, at the time when it was enacted, a 
serious disequilibrium existed in the United States between 
supply and demand, as shown by the persistent rise in 
internal prices. Just as the addition of American goods 
to European production helped in checking inflation in 
Europe, the exports from the United States meant an 
increase in inflationary pressure in that country. Today, 
the situation is different. But it is easy to imagine what 
the situation of a large part of the world would have 
been had it not received the basic supplies provided by 
the United States, and what that situation would become 
if the generous American aid were to be discontinued 
before the end of the critical period. 

It would be unfair not to mention as well the great 
efforts made by the countries devastated by the war. 

But production has not been restored to the same 
levels in all countries, and while it has risen as high as 
180 per cent of prewar in some parts of the world, it is 
still below 80 per cent in others. Such extraordinary 
diversity in economic recovery creates difficult problems 
of adjustment, which the yearly reports presented in the 
past by the Fund and the Bank have described. 

Moreover, a different and new problem has arisen: 
While the economic recovery of the countries of the world 
is far from complete, there has been an important develop- 
ment in the international monetary problem. In certain 
countries, a sellers’ market has been replaced by a buyers’ 
market; in other words, effective demand has fallen below 
production capacity. It indicates the end of the general 
scarcity of foodstuffs, of raw materials, and of productive 
resources as a whole. The supply of most goods has been 
restored in the relatively short period of three and a 
half years. 

While gratifying, such a situation is also the cause 
of serious worries. From a national point of view, the 
emergence of a buyers’ market entails the danger of 
unemployment and of serious economic, social, and 
political consequences. From an international point of 
view—just as a patient coming out of a severe illness 
will react most to a sudden shock in those parts of his 
body which have not fully recovered—the first effect 
of the buyers’ market, as the Report of the Fund empha- 
sizes, is to increase the disequilibrium in balances of 
payments, causing great difficulties to certain countries. 
And it would be futile to hope that exchange stability 
and freedom of transactions would be durably restored 
without equilibrium in balances of payment. 

That is the problem we have to deal with at the present 
time. Its different elements are set forth in the annual 
Reports which both our institutions present at this 
session. 

What part can we take in regard to this problem? 
Childish illusions have often been entertained in some 
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circles concerning the tasks that the Bank and the Fund 
should tackle; it was assumed by some people that the 
means at the disposal of our institutions were much 
larger than they are in fact. Yet we should be careful 
not to fall into the opposite error. We should not be 
content with acknowledging the deficiency of our present 
resources. Faithful to the Bretton Woods spirit, we must 
be more ambitious. We enjoy really effective means of 
action, influence, and authority, and it is essential that 
they should be used to guide the policies of member 
countries if our civilization is not to be exposed to the 
strains of inflation on the one hand or to violent deflation 
on the other hand. 

Important discussions have been held on the question 
of the ability of many countries to resist the reversing 
of the inflationary pressure of the last years. Some have 
stated that a deflation would inevitably be followed by 
extremely serious consequences and would cause profound 
disruptions and dislocations. Such a view might have 
been justified if governments as well as public opinion 
counted, as in the past, on the automatic adjustment of 
economies. In the past, automatic adjustment did take 
place, but the consequences of economic depressions in 
the nineteenth century were far less widespread than 
those that would confront us today. We can hardly 
rely therefore, in 1949, upon an automatic return to a 
balanced economy, unless we are prepared to undergo 
sufferings of a magnitude such as a modern civilization 
cannot endure. 

What we must aim at is not the substitution of a 
buyers’ market for a sellers’ market or vice versa, but 
economic stablization at full employment excluding the 
excesses of either a buyers’ or a sellers’ market. It is 
not too early at this stage to turn to a study of the means 
by which the conditions which have marked the 1930's 
may be avoided in the future, and to assess the measure in 
which our institutions might help in stabilizing demand 
in general and investment in particular. 

It is always in the expansion of production and of 
international trade that solutions to those problems must 
be found. We should always in the future, as we did in 
the past, condemn the adoption of methods that lead to 
economic stagnation, to self-sufficiency, and to autarky, 
and which result merely in exporting the difficulties of 
one country to another—the first country not even suc- 
ceeding in getting rid of them completely. 

Whatever the momentary temptations, sometimes 
understandable among the sufferings of our world, 
progress cannot be achieved through a policy of egotism 
and shortsightedness. Progress can result only from 
the expansion from increased opportunities, both for 
nations and for men who have suffered so much and for 
so many years. 
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That conviction, if it is shared by all of us, and if 
it inspires our two institutions, will lead us together, 
after so many difficulties and hazards, toward the re- 


This is the third meeting of the Board of Governors 
that it has been my privilege to attend, and my first as 
President of the Bank. I am deeply aware of the im- 
portant responsibilities of this new post, and of the high 
standards of achievement set by my predecessor, Mr. 
McCloy. But the sound policies and cooperative relations 
established under his leadership provide a firm foundation 
on which we can build the Bank’s future. I welcome the 
opportunity to work with you in this task. 

The past year has been, I think, a period of substantial 
progress and accomplishment for the Bank. Our acti- 
vities are summarized at some length in the Fourth 
Annual Report, and I shall not repeat what is said there. 
But I do want to touch briefy on a few high spots of 
our recent operations, and to suggest some possible im- 
plications for the Bank of broader currents in the world 
economy. 

Most of our loans during the past twelve months have 
been for projects designed to increase the output of useful 
goods and services in less developed countries. These 
development loans make up a considerable total and, as 
is indicated in the Annual Report, negotiations for the 
financing of a number of other development projects 
are well advanced. But I must say frankly that the 
volume of development loans granted to date has not 
come up to our earlier expectations. 

This gap between hopes and performance is partly 
the result of over-optimism about the length of time 
it would take to get the Bank fully organized—to bring 
together a competent staff, to define our policies and 
procedures and make them clear to our member countries, 
and to gather the economic and technical data necessary 
for sound decisions. The acceleration of our activity 
during the past year shows, I think, that this preliminary 
phase is largely behind us. 

More important at present are the difficulties which 
are more or less universal in underdeveloped countries—- 
the lack of economic data, of experienced personnel, of 
well-organized projects, of local capital, and all the 
other deficiencies that are both the cause and the con- 
sequence of underdevelopment. It is no accident that 
the development loans we have made thus far have been 
mainly to countries where considerable economic and 
technical advance has already taken place, and to enter- 
prises with a substantial record of experience behind 
them. The greater the progress a country has already 
made in development, the easier it is for it to progress 
further; and by the same token it is almost always easier 


to expand a going concern than to start a new one from 
scratch. 





Address by Eugene R. Black, President of the International Bank 
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habilitation of world economy and the building up of a 
better way of life for men of good will. 


September 13, 1949 


Yet the essence of successful economic development, 
and therefore the essential task of the Bank, is precisely 
to bring new enterprises into being and new techniques 
into effective use in economically retarded areas—and the 
more retarded the country the more urgent and challeng- 
ing is our task. 

I believe we have made good progress in overcoming 
some of the special difficulties of economic development 
which are analyzed in the Annual Report. Through 
missions to most of our less developed member countries, 
we have greatly enlarged our knowledge of their economic 
problems and needs, their capacity to absorb and service 
external loans, and the merits of particular development 
projects. A better understanding now prevails, I think, 
of the Bank’s policies and methods; and more and more 
governments are eliminating legal or procedural ob- 
stacles to loans from the Bank by taking appropriate 
action to enable them to incur or guarantee such loans. 

Perhaps most important, through our surveys and 
discussions with member governments we are better 
able to assist the less developed countries in diagnosing 
and solving their own problems. Giving advice is not, 
of course, our primary function. But we have an im- 
mediate and vital concern in trying to promote conditions 
favorable to the success of our loans and to the increase 
of productive investment from other sources. I believe 
that one of the most constructive contributions we can 
make to the progress of development, especially in the 
least advanced countries, is to help make available to 
them the experience of other nations. Moreover, the 
resulting close and continuous relationship with our 
members helps to speed up the preparation of develop- 
ment plans and the execution of projects for which Bank 
financing is appropriate. 

The initial cultivation of the seeds of development has, 
therefore, been a somewhat longer task than at first we 
had hoped. I am confident, however, that we may look 
forward to an abundant harvest. The first fruits—the 
loans granted during the past year—are to me the source 
of considerable satisfaction. 

It is also a source of satisfaction that the Bank has been 
able during the past year to make its first loan to one 
of its members in Eastern Europe. The difficulties and 
uncertainties cited in the Third Annual Report still 
exist, and have hampered further loans by the Bank in 
this region. But these difficulties have been lessened 
somewhat by economic developments—notably the in- 
creasing availability of manufactured goods in Western 
Europe urgently needed by Eastern Europe and the 
similar availability of essential materials in Eastern 
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Europe which are required by the Western countries. 
If these trends continue and political tensions are relaxed, 
the possibilities for constructive assistance by the Bank 
to its Eastern European members should expand con- 
siderably. 

I am also happy to report that during the past month 
we have been able to conclude our first loan to one of 
our Asian member states, and I feel confident that this 
financing will be followed by other transactions by the 
Bank in that great region of the world. In the Middle 
East we have not yet consummated any loan, but, as 
the Annual Report shows, we have been examining a 
number of projects in various Middle Eastern countries, 
some of which I hope will qualify for Bank financing in 
the relatively near future. 

On the other side of the balance sheet for the year, 
I am sorry to say that we have not succeeded to the extent 
we had hoped in broadening the international character 
of the financial resources at the disposal of the Bank. I 
refer in particular to our efforts to obtain additional 
consents to the use in our lending operations of the 18 
per cent local currency part of the Bank’s capital. Apart 
from the United States, which has made the full amount 
of its 18 per cent currency available, some releases have 
been made by Belgium, Canada, Denmark, and the 
United Kingdom. They amount in the aggregate, how- 
ever, to only slightly more than the equivalent of $12 
million. 

In my judgment, it is extremely important that the 
Bank receive greater help from its members in this 
connection. The strength of the Bank is that it is an 
international cooperative institution. Its ownership, its 
purposes, and its responsibilities are shared by all its 
member nations. We who are familiar with the Bank 
and its basic concepts appreciate, of course, that the 
international character of the Bank’s resources is best 
demonstrated by the fact that no matter in which capital 
market the Bank may borrow, each member country 
pledges its credits that the Bank will meet its obligations. 
This real but subtle point unfortunately tends to be over- 
looked by the world at large, and there is an increasing 
disposition to cite the Bank’s reliance on dollars for 
lending purposes as evidence that it has only limited 
international participation. 

My experience has been that the most effective answer 
to these criticisms is to show that the Bank is making use 
of other resources besides dollars and in particular of the 
18 per cent currencies of members other than the United 
States. Accepting the reality that the United States must 
remain the chief potential source of lending capital for 
the Bank for some time to come, I still believe that it is 
possible for a number of other member governments to 
make a substantial amount of their 18 per cent capital 
subscription available for lending. 

I do not make this plea for larger releases from the 18 
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per cent subscriptions merely to underline the word 
international in our title. We have a definite use for 
these currencies. So long as inconvertibility continues, 
many countries will be able to repay indebtedness in 
other currencies although they may not be able to service 
dollar loans. 

It is true that most of the countries from which we 
would like consent to use their 18 per cent subscriptions 
have pressing investment needs at home and are actually 
net importers of capital. But many of them still invest 
substantial sums abroad. I do not think I am asking too 
much if I call on these countries to make a part of their 
foreign investment through the medium of the Bank. 

There is another method by which many of our mem- 
ber countries can add to the international character of the 
Bank’s resources and that is to increase the eligibility 
for investment of the Bank’s bonds. Through legislative 
or administrative action in a number of countries, a 
substantial contribution can be made by our members 
to the creation of a broader market for those bonds. I 
attach importance to this matter and I propose to discuss 
it with you in more detail at a later stage of the meeting. 

I should like to turn now to a matter much wider in 
scope than the Bank’s own operations but which never- 
theless profoundly affects the Bank and is of vital concern 
to all the countries represented at this table. 
speaking of the problem of European recovery. 

As was foreshadowed in the Bank’s Annual Report 
a year ago, problems of development have increasingly 
occupied our attention. Since the last Governors’ meeting 
we have made only two small loans to Western European 
countries. Necessarily the principal role in assisting 
European reconstruction is being played by ECA. 


I am 


Nonetheless, European recovery is of vital importance 
to the operations of the Bank because of the pivotal part 
played by the great trading nations of Europe in the 
functioning of the world economy. European purchases 
and sales abroad have long been a decisive factor in 


balancing international trade. Unless the European 
economies can be reestablished on a stable basis, the 
economic position of almost every country, even of those 
in the dollar area, will be insecure. In passing upon loan 
applications, whether from countries in Latin America, 
Asia, the Middle East, or elsewhere, we always come 
face to face with the necessity for appraising whether 
the customary trade of these countries with Europe can 
be reestablished on a satisfactory basis. It is, therefore, no 
exaggeration to state that the soundness of all our loans 
is affected by the outcome of the European recovery 
efforts. 

The first objectives of the European Recovery Pro- 
gram—to expand production and restore financial sta- 
bility in the participating countries—have been achieved 
to an impressive extent. But we must face the fact that, 
though prewar levels of output have been reached and 





FINANCIAL NEWS SURVEY 


surpassed and though the menace of inflation has been 
curbed, progress along these lines alone is no longer 
enough. It has become plain, I think, that the time has 
now arrived for making fundamental readjustments in 
present patterns of trade and production. And if these 
necessary readjustments are to be made successfully, 
they must include complementary action by both the 
European countries and the United States. 

So far as concerns the European countries, the most 
urgent requirement is obviously to sell more of their 
production abroad, and particularly in dollar markets. 
In order to accomplish this, many things are necessary— 
but to my mind the most important are to reduce export 
costs and to make exports to the dollar area at least as 
attractive to individual producers as sales either in the 
domestic market or in other foreign areas. 

In my judgment there are several lines of action which 
must be followed to achieve these objectives. The first, 
which I need not elaborate before this audience, and 
which is appropriately dealt with at some length in the 
Annual Report of the International Monetary Fund, is 
the establishment of a system of exchange rates which 
will assist the dollar-deficit countries to compete effec- 
tively in world markets, will furnish an incentive to 
exporters to increase their sales in the dollar area, and 
will encourage importers to buy, to the extent possible, in 
countries whose currencies they can best afford. I do 
not underestimate either the complexities or the far- 
reaching consequences of such action, but I fail to see 
how it can be avoided. 

The second line of approach must be to reduce the 
domestic costs of production, both by increasing the 
efficiency of management and labor and by limiting the 
burden of indirect costs, principally government ex- 
penditures, which must be borne by producers. In most 
countries the level of productivity has already risen 
substantially since the war, but it still lags far behind 
the United States and Canada. 

It has been pretty well demonstrated, I think, that 
productive efficiency cannot be brought about merely 
through governmental edict or exhortation. To make 
the most effective use of existing productive facilities, 
real incentives are required and, perhaps most important, 
the pressure of competition. To my mind, one of the most 
essential steps toward solution of the dollar problem is 
for the dollar-deficit countries to start clearing away the 
wilderness of bilateral arrangements, special currency 
controls, quotas, and similar restrictions, both internal 
and external, which have grown up over the past 20 years 
to protect inefficient production and trade practices. I 
don’t suggest that this can or should be done overnight. 
The important thing is to begin now to move—and to 
move rapidly—toward a freer, more competitive exchange 
of goods. 

The problem of reducing the burden of governmental 
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costs on production is a difficult one, particularly sus- 
ceptible to controversy and misunderstanding. Since 
World War II many governments have committed them- 
selves to extensive programs of social welfare. No one 
can dispute their right to follow this course, if they have 
the means to undertake it. Unfortunately, however, it 
has become apparent that many countries cannot now 
afford ambitious programs of social services without 
either reducing their living standards in other respects 
or cutting back their productive investments designed to 
make possible a better standard of living in the future. 

In addition to the necessary reduction in costs, it is 
important that the European countries undertake vigorous, 
concentrated measures to broaden their markets in the 
United States and Canada. What is required, I believe, 
is not only the offer of a greater variety of goods adapted 
to American tastes and priced attractively, but also a 
wider and more forceful attack on the attention of the 
American consuming public. 

If the European countries take energetic action along 
these lines in the months ahead, they should with continued 
ECA aid be able to make additional significant progress 
toward true recovery. I regard the continuance of ECA 
aid essential, but I believe it important that the aid should 
be so allocated as to give the participating countries the 
greatest possible incentive to pursue this new course of 
action. However useful the present method of ERP 
programming has been to date, I think the time has come 
when it, too, calls for review. I therefore welcome the 
announcement by Mr. Hoffman that allocation of ECA 
aid during the second half of the current fiscal year will 
be directly related to the performance of the participating 
countries, acting both individually and _ collectively 
through the OEEC, in effectively using the aid and 
realizing the objectives of the Recovery Program. 

Up to the present time, assistance from ECA has 
been allocated primarily on the basis of the anticipated 
dollar deficit of the respective countries—the largest 
shares going to those having the biggest deficits. It is 
true that, in estimating the deficits, it has been assumed 
that the countries concerned would take effective action 
to reduce the dollar gap. Nevertheless, the incentive has 
tended to be a negative one since the greater the gap, 
the greater the claim for aid, while the smaller the deficit, 
the less assistance was likely to be anticipated. Further- 
more, so long as ECA dollars cannot be saved, but only 
used for current imports, the ERP countries have dif- 
ficulty in building up adequate foreign exchange reserves, 
without which they cannot relax their trade and currency 
controls or face with confidence the difficult years after 
1952. 

I know that ECA is fully conscious of this problem and 
is doing all within its power to encourage the partici- 
pating countries to carry out the necessary readjust- 
ments. I am nevertheless troubled about the situation 
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because I believe that the basic difficulties may not be 
as readily susceptible of solution if dealt with only within 
the terms of the powers now available to ECA. 

Specifically, I suggest that careful thought be given 
to the following approach: First, that the share of ECA 
aid to each participating country be defined as clearly 
as possible for the remainder of the Recovery Program, 
and each country be given assurance that its share will 
not be reduced if it earns or saves more dollars than had 
been expected, nor increased if its dollar deficit grows 
larger; and second, that all restrictions be removed from 
the use to which ECA dollars may be put so that such 
dollars will cease to be “soft dollars” and each country 
will have the opportunity to make the most economic use 
of the aid provided. 

If this approach should prove feasible, it may have 
most salutary effects. Each country would know how 
much dollar aid it could count on and, knowing that no 
further aid could be anticipated, would be encouraged 
to husband it carefully. Responsibility would be squarely 
placed upon the participating nations to take the measures 
necessary for their own recovery. 

I should like to emphasize one further point. Action 
by the dollar-deficit countries, however soundly con- 
ceived and vigorously executed, will not suffice to solve 
the dollar problem unless the United States takes comp- 
lementary measures. For despite a rather remarkable 
shift in the attitude of the United States in recent years, 
some of its policies are still basically inconsistent with 
its position as the great creditor nation of the world. 
Modifications of these policies, like those that are neces- 
sary in Europe, may injure particular groups or interests 
within this country, but in my judgment such modifica- 
tions are essential both to restore the health of the world 
economy and to maintain America’s own prosperity. 
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United States tariffs provide the most important case 
in point. Their over-all level has been greatly reduced 
since the early thirties, but at certain crucial points they 
remain a barrier to the import of foreign goods. More- 
over, producers in other countries fear, with some justi- 
fication, that if they should succeed in establishing a 
market for their goods in the United States, their efforts 
would be negated by new or higher protective tariffs. 
Even where the level of duties does not exclude foreign 
goods, they are frequently kept out by unduly complex 
customs procedures and regulations. 

In addition to tariff barriers, there are also a number 
of other types of restrictions designed to protect Amer- 
ican companies against foreign competition, which are 
hardly consistent with the expressed policy and long- 
range interests of the United States. In my judgment, it 
does not make good sense for America to encourage the 
production of goods for the domestic market which 
could more economically be imported, and certainly all 
attempts to use the aid programs as a vehicle for dump- 
ing surplus goods abroad should be strongly resisted. 

I would like to close on a note of guarded optimism. 
When rationing stopped after the war, there was a short- 
age of many classes of goods. In some cases the short- 
age was so acute as to drive people to extraordinary 
lengths to obtain the goods they wanted. It is astonish- 
ing how quickly some of these “acute” shortages dis- 
appeared when there was a moderately increased flow to 
the market. To suggest that the dollar shortage can be 
compared with that of butter would be wishful thinking, 
but I do believe the world is somewhat in the grip of a 
“shortage” psychosis. If only—and it is no small “if”— 
if only we can start on the way toward equilibrium, we 
may find the effects of returning confidence highly cumu- 
lative and our difficulties dispelled more quickly than we 
dared hope. 


Address by Camille Gutt, Managing Director of the Fund 


The situation described in this, the Fourth Report of 
the Executive Directors of the International Monetary 
Fund, is not an unexpected one. The situation which has 
now emerged was mentioned and commented upon in 
the very first report issued by the Executive Directors. 

It is essentially—as the previous speakers have men- 
tioned—a switching over from a world sellers’ market to 
a world buyers’ market. It is, however, more than that: 
it is the transition from an abnormal postwar market 
to a more normal (if not yet fully normal) peace 
time market. It reflects itself in the increasing impor- 
tance of price and demand factors. Although the process 
has been a gradual one, on one hand, and does not yet 
cover every field of production, on the other hand, it 
has certainly been a dominating feature of the year under 
review. 

Since the end of the war, the essential concern of the 


countries of the world—especially those directly disrupted 
or dislocated by war operations or enemy occupation— 
has been to produce. The restoration of production has 
now been largely completed and the primary problem is 
and will be more and more to sell. The traditional role 
of international trade is thus to be restored. 

The primary purposes of the Fund are to facilitate the 
growth of that trade and to eliminate foreign exchange 
restrictions which prevent it. Temporary restrictions on 
payments and transfers for current transactions are per- 
mitted under conditions described in the Articles of 
Agreement but continuous regard must be given by the 
members and by the Fund to those primary purposes. 
As international trade competition develops, this question 
will assume increasing importance. 

The same may be said of exchange rates. In September 
1946, the Executive Directors reported as follows: 
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“Because the entire world is in need of goods, some 
countries may maintain foreign exchange values for 
their currencies which are not for the time being a 
great handicap to the sale of their exports, but 
which prove to be too high when production is 
revived all over the world and the immediate short- 
age of import goods is in large part met.” 

This warning has been repeated in the subsequent reports 

and its importance today will escape no one’s attention, 


‘especially if it is taken in conjunction with another 


primary purpose of the Fund: the ultimate establishment 
of a multilateral system of payments. 

The very fact that today the material difficulties of 
war reconstruction and of production have, generally 
speaking, been solved, throws a particular light upon 
what else remains to be done. And what remains to he 
done is perhaps harder than what has been done thus far. 

No nation can do it alone. Individual countries may 
bring to the solution of the remaining problems a con- 
siderable and even vital contribution, but a large inter- 
national effort will be necessary to arrive at a real settle- 
ment. This is not the problem of one country, or of one 
continent. It is a world problem. 


Belgian Repurchase From IMF 


In August, Belgium repurchased from the International 
Monetary Fund Belgian francs equivalent to US$946,500, 
and paid into the Fund US$35,000 and gold valued at 
$911,500. The repurchase was made in accordance with 
Article V, Section 7, of the Fund’s Articles of Agreement, 
which sets forth conditions under which a member must 
apply a part of its monetary reserves to reduce the 
Fund’s holdings of its currency. This is the second such 
repurchase transaction. The first repurchase was made 
by Costa Rica last May (see this News Survey, Vol. Il, 
p. 1). 

To date, Belgium has purchased US$33 million from 
the Fund. A total of 500 million Belgian francs has been 
purchased from the Fund by other countries. 

Source: International Monetary Fund, Press Release, 
Washington, D. C., September 12, 1949. 


ECA Dollar Aid in 1949-50 


A preliminary division of the ECA dollar aid for the 
fiscal year 1949-50 was adopted by the OEEC Council on 
August 31, but it is still to be approved by ECA. It is 
based on an expected ECA appropriation by the U. S. 
Congress of an amount that would leave $3,776.5 million 
to be allocated after deduction of administrative ex- 
penses. A revision of the preliminary allocations will 
be necessary if the amount eventually appropriated 
differs from this amount or if ECA does not approve of 
either the division of the aid or of the fact that $150 
million, which was originally planned to be set aside 


Let us not be over-impressed by the technical complica- 
tions, and lose sight of the larger issues which are at 
stake. International uncertainty does not ‘exist only in 
the economic sphere. It prevails also in the political 
sphere. 

One of the principal remedies is to restore order in the 
economic field—which, of course, includes monetary 
matters. To allow the present disorder in this field to 
spread—or even to remain—would be likely to cause an 
aggravation of existing uncertainties. Thus, if the effort 
to be made is considerable, the stakes involved make it 
well worth while. 

It is under these serious circumstances that the Fund 
enters its fourth year of existence. Much at this stage is 
expected from it, possibly more than the restraints of its 
Charter may allow. There are things the Fund alone 
Much, however, can be done with the full 
goodwill and cooperation of the members acting in con- 
formity not only with the letter but with the spirit of the 
Fund Agreement. It is my earnest wish that this coopera- 
tion will materialize and that the hopes placed in the 
Fund will not remain unfulfilled. 


cannot settle. 


as an unallocated reserve, was actually allocated. The 
following table shows the preliminary dollar-aid alloca- 
tions for 1949-50, and, for comparison, the actual allo- 
cations for 1948-49. 


Preliminary Actual 
allocation, allocation, 
1949-50 1948-49 
(million dollars) 

Austria .... 174.1 215.2 
Belgium-Luxembourg 312.5 247.9 
Denmark ata - 91 109.1 
France ... .. 704 980.9 
Germany (Trizone) ... 348.2 509.8 
Greece ... 163.5 144.8 
Indonesia saa 39.2 63.6 
Iceland ieateeas wana y 5.2 
Ireland .... bw dive Ban 78.3 
Bech a 555.5 
Netherlands 406 
Norway .. 7 83.3 
Portugal . wee 
Sweden 46.6 
Trieste a 17.8 
Turkey 39.7 
United Kingdom 1,239 


Participating 
countries 


Total _. 4,742.7 

Sources: New York Herald Tribune, Paris, France, Sep- 
tember 1, 1949; Le Monde, Paris, France, Sep- 
tember 3, 1949. 


ECA Administrative Regulations 


ECA administrative regulations have been amended, 
effective September 15, 1949, to broaden the provisions 
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concerned with reimbursement for ocean freight charges, 
and to standardize the documents required for such 
reimbursement. Under the amendment, a participating 
country can receive ECA financing for ocean freight 
charges on some non-ECA-financed commodities shipped 
on U. S. flag vessels to any other participating country. 
Previously only shipments to the participating country 
were so eligible. 
Sources: Economic Cooperation Administration, Press 
Release, August 31, 1949, and Regulation 1, 
as amended August 31, 1949, Washington, D. C. 


EUROPE 


U.K. Tin Sales 
The United Kingdom Ministry of Supply and the 


London Metal Exchange have arrived at an understand- 
ing whereby the traders are to act as agents for the 
Ministry’s tin sales to the United States. The tin will 
be sold solely against dollars at its present price of 103 
cents a pound. This will prevent U. S. importers from 
bidding for the metal on the basis of the cheap forward 
quotations for American account sterling. Most controls 
on the use and import of tin in the United States were 
recently removed (see this News Survey, Vol. II, p. 70). 
Source: The Times, London, England, September 8, 
1949, 


Foreign Trade of Ireland 


Irish imports in the first half of 1949 were £64 million, 
and exports and re-exports £27.5 million, leaving a visible 
adverse balance of £36.5 million. In the corresponding 
period of 1948, imports were £75 million, exports £20 
million, and the deficit £55 million. 

Imports from the United Kingdom were £36.5 million 
in 1949, against £38.5 million in 1948. Imports from 
North America were £10 million, against £6.5 million, 
but imports from Argentina fell from £8 million to 
£300,000. Exports to the United Kingdom rose from £18 
million to £25 million, while those to the United States 
fell from £170,000 to £120,000. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, September 10, 
1949, 


Economic Situation in France 

The index of wholesale prices in France rose slightly 
in August, to 1910 (1938 = 100), from 1854 in July. 
The retail price index also rose, from 1715 to 1752. The 
latest available index for industrial output is that for 
June, which was 128 (1938 = 100). In July and August, 
the usual seasonal decline of some 8 to 10 points prob- 
ably occurred. Unemployment figures continue negligible, 
though they are somewhat higher than six months ago. 
For the first time in a long period, business loans and 
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government bonds held by the Bank of France hay 
declined substantially (14 per cent) in one month. 

While exceptional drought has endangered the crops, 
they are much higher than in 1947, even if they are not 
so favorable as in 1948. Bread grain crops for 1949-5) 
are expected to be about 86 per cent of the 1930-39 
average (in 1948 the percentage was 93), coarse grains 
78 per cent (80 in 1948), potatoes 62 per cent (104 in 
1948), and vines 79 per cent (80 in 1948). 

Recent forest fires in the Landes (Southern France) 
have damaged nearly 5 million cubic meters of wood, 
causing a loss of more than 5 billion francs (about 
US$20 million). The timber, however, is still commercial. 
ly usable for soft woods and pit props. Since the surplus 
is nearly twice the prospective timber deficit of the entire 
European continent for the current year, FAO and ECE 
are working on this problem. If France can export her 
timber surplus to such deficit countries as Italy and 
Belgium, about 60 per cent of the loss from fires would 
be recovered. 

Sources: Le Monde, Paris, France, August 31, September 
4 and 5, 1949; New York Herald Tribune, 
Paris, France, September 5, 1949; Agence 
Economique et Financiére, Paris, France, Sep- 


tember 7, 1949. 


France Relaxes Exchange Control 


On September 6, the French Exchange Control Office 
modified regulations regarding foreign investment in 
France, the French Union (excluding Indo-China), and 
the Saar. Franc holdings acquired after August 31, 1949 
may be reconverted without restrictions. The measure 
applies at first to U. S. and Swiss residents, but will be 
extended gradually to residents of other countries with 
which reciprocal agreements will be reached. Belgium 
is the major country in this group. The convertibility 
applies to new franc holdings in French corporations, 
bank deposits, stocks and bonds, and loans. It does not 
apply to investments made prior to September 1, 1949, 
which are still blocked. 

Sources: New York Herald Tribune, Paris, France, Sep- 
tember 2, 1949; Neue Ziircher Zeitung, 
Ziirich, Switzerland, September 7, 1949. 


Netherlands Measures to 
Increase Dollar Exports 


The Netherlands Minister of Economic Affairs has 
announced a number of government measures designed 
to increase dollar exports. As of September 1, 1949, 
a Government Commissioner for Export Promotion, 
assisted by a permanent advisory committee of business 
men, will be in charge of all government activities to 
promote dollar exports. Four trade commissioners, it 
addition to the one already stationed in New York, wil 
advise and assist Netherlands exporters in the U. S. 
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market. Also, government assistance is promised for 
any private attempts to promote exports and market 
research. 

Effective September 7, Netherlands exporters to the 
United States and Canada will have at their disposal 
10 per cent of their net dollar proceeds in the sense that 
up to this amount they will have “the unconditional 
right to receive a permit for paying advertising, public- 
ity, market research, travel, and representation expenses 
abroad, or for importing and paying for foreign goods 
of their own designation,” as far as payments agree- 
ments with other countries do not prohibit such pay- 
ments or imports. 

Source: Ministry of Economic Affairs, Press Release, 
The Hague, Netherlands, September 6, 1949. 


Duties on Norwegian Paper and Pulp 


The three duties which have been levied since the end 
of the war on the production and export of Norwegian 
paper and wood pulp will be abolished as of July 1, 1949, 
September 1, 1949, and March 31, 1950. The export 
duty, which was the largest of the three and amounted 
to about 8-10 per cent of the export value, has been 
cancelled for pulp and paper produced after June 30, 
1949. The prices for exports of these products are now 
about 10-12 per cent lower than a year ago. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 3, 1949. 


Greek Reparations From Italy 


On August 31, Greece and Italy signed a special agree- 
ment settling all issues between them resulting from 
World War II, including payment of war reparations 
assigned to Greece under the Italian Peace Treaty. The 
reparations, amounting to $105 million, will be paid in 
five annual installments, the first of $20.5 million to be 
payable on October 29, 1949. Part of the payments will 
be used by Greece to purchase from Italy machinery and 


} equipment for hydroelectric projects, industry, agricul- 


ture, the construction industry, and ports; rolling stock; 
automobiles; scientific and communication instruments, 
etc. As much as 10 per cent of the payments will be for 


such items as fertilizers, sulphur, dry goods, cork, etc.; 
| foodstuffs will be excluded, however. According to the 
| Peace Treaty, Greece must grant to Italy the raw mate- 


tials needed to manufacture the products that Greece 
will purchase with reparation payments; this, however, 
does not mean that reparation claims will be reduced, 
since account is to be taken of the value of these materials. 
Reparation transfers may also be used by Greece in cer- 
tain instances, especially for the construction of hydro- 
electric projects, in payment of technical assistance ex- 
tended by specialized Italian firms. 

Sources: Atlantis, New York, N. Y., August 31, 1949; 

To Vima, Athens, Greece, September 3, 1949. 


Austrian Budget Receipts 


During the first half of 1949 the tax receipts of the 
Austrian Federal Government amounted to 2,640 million 
schillings. Nearly half of this total was derived from 
direct taxation (1,301 million), which yielded 408 mil- 
lion schillings more than had been anticipated in official 
budget estimates. This was due to higher yields both 
from personal income taxes and from corporation and 
general business taxes. Receipts from indirect taxation, 
on the other hand, fell short of expectations, since excise 
taxes (particularly the tobacco tax) brought in 253 
million schillings less than had been estimated; receipts 
from other indirect taxes and fees levied on transactions 
surpassed the budget estimates. 

Receipts from direct and indirect taxation taken to- 
gether exceeded the estimates by 248 million schillings. 
After deduction of transfers to provincial and local 
governments (919 million schillings), the Federal 
Government’s net receipts of 1,721 million schillings were 
127 million more than estimated. Data on budget ex- 
penditures during the same period have not yet been 
reported. 

Source: Der Osterreichische Volkswirt, Vienna, Austria, 


August 19, 1949, 


Bread Rationing in Hungary Abolished 


Hungary has abolished bread rationing as of Sep- 
tember 1, 1949. Both white and brown bread, which 
have been improved in quality since August 1, can now 
be bought in unlimited quantities at the price of 1.60 
forints (14 U.S. cents) and 1 forint (8.5 U.S. cents) per 
kilogram, respectively. 

Source: Hungarian Bulletin, Budapest, Hungary, August 
30, 1949. 


Export-Import Bank Loan to Yugoslavia 


The Export-Import Bank of Washington has authorized 
a credit of $20 million to the Government of Yugoslavia. 
The loan is repayable over ten years, with equal semi- 
annual payments commencing on July 31, 1951, and 
interest at 344 per cent, payable semi-annually. 

Of the total, $12 million has been approved for im- 
mediate purchases, while the rest is scheduled for release 
before the end of 1950. The $12 million is to be used to 
purchase essential materials and equipment from the 
United States for the rehabilitation and replacement of 
mining equipment in Yugoslavia. Thus the economy of 
Yugoslavia will be assisted and the output of nonferrous 
metals, needed by the United States and other countries, 
will be increased. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., September 2, 1949. 


Eastern European “Ruble Pool” 
Under the sponsorship of the Soviet Union, a “ruble 
pool” is reported to have been established in Moscow. 
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It is designed to function as a centralized clearing agency 
for the settlement of transactions between Eastern Euro- 
pean countries, within the framework of multilateral 
trade agreements. (Exchange rates of Eastern European 
currencies in relation to the ruble are to be determined 
in agreement with the Soviet Union.) At present, Bul- 
garia, Czechoslovakia, Finland, Hungary, Poland, and 
Rumania are participating in the arrangement. 

The Eastern European Council for Mutual Aid held 
a three-day session in Sofia toward the end of August 
to examine “current questions” and to take “necessary 
decisions.” Further details on the topics discussed have 
not been disclosed. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 27, 1949; New York Herald Tribune, 
Paris, France, August 30, 1949. 


MIDDLE EAST 
Egyptian Trade 


Egyptian imports amounted to about £E91 million 
(US$376 million) in the first half of 1949, compared 
with £E77 million (US$318 million) in the same period 
in 1948; exports for the six months were valued at 
about £E73 million (US$302 million), against ££70 
million (US$289 million) a year earlier. The increase 
in imports is attributed mainly to the lifting of most 
of the import restrictions. Cotton continues to be the 
major export; in the first half of 1949, the value of cotton 
exports was £E59 million, which was about 80 per cent 
of total exports. 

In this period, the balance of trade with Italy, France, 
and the United Kingdom was favorable, but that with 
“hard currency” countries like Belgium, Canada, and 
the United States showed large deficits, estimated at 
about £E13 million. 

Sources: L’Observateur, Cairo, Egypt, August 26, 1949; 
Al Assas, Cairo, Egypt, August 29, 1949. 


Syrian Foreign Trade 

Syrian exports in the first half of 1949 showed a slight 
improvement over those in the same period in 1948. The 
value of exports was equal to about 66 per cent of im- 
ports. This percentage is expected to rise to about 75 
in the second half of the year, because of the large in- 
crease in cereal production. 
Source: Le Commerce du Levant, Beirut, Lebanon, Au- 

gust 3, 1949. 


lraqi Financing 

The Administration Board of the Agricultural Bank 
of Iraq has requested the Council of Ministers to raise 
the present capital of the Bank from ID500,000 to ID1 
million because of the increased demand for loans and 
advances by farmers and the expanding agricultural ac- 
tivities of the country. The Bank had 1,970 applications 
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for advances during the year; 1,165 were approved for 
sums ranging between ID15 and ID100, to help farmer; 
meet their expenses. The Bank is also committed ty 
assist in establishing a fishery industry in Fao, a cotton 
gin at Aziziyah, and other projects. 

The Industrial Bank is backing a project to establish 
a gunny bag and jute factory with an estimated capital 
of 1D250,000. It is hoped that the factory will meet 50 
per cent of Iraq’s needs of jute manufactures, which 


































amount to 5,000 to 6,000 tons a year. la 
Sources: The Iraq Times, Baghdad, Iraq, August 4 and 
5, 1949. UN 
FAR EAST a 
The nun 
India’s Import Control Tightened increased | 
In the light of the recent Indo-British sterling balances employmer 
agreement, the Government of India has, after reviewing §"%¢ of 1,3 
its foreign exchange position, decided to cancel Open §&™Ploymer 
General License No. XV, effective as of August 25, 1949, The index. 
and to replace it with a new 0.G.L. No. XVI. The new § the Fee 
license restricts to only 20 items the articles which can §!90) in J 
now be imported without license; they are mainly capital peak), but 
equipment, textile machinery, printing machinery, and §™!Y figur 
standard technical books. Goods to be removed under § Persona 
0.G.L. No. XV may be cleared without license if shipped of $209.7 
on or before September 15, 1949. month. M 
Source: Reserve Bank of India, Indian News Digest, in agricult 
Bombay, India, September 1, 1949. lion) resu 
seven mon 
Exports of Chinese Gold to Hong Kong rate of $2 
Exports of gold from Canton to Hong Kong during the of 1948, 
past month are estimated at 30,000 or 40,000 taels BPe cent. 
(1 tael = 37.799 grams) a week, with a record of 10,000 Total b 
taels per day. There has been considerable capital flight $50.4 billi 
from the interior of China to Canton and from there § U=@djuste 
to Hong Kong, Formosa, and Hainan. The heavy ex- nondurabl 
ports caused a decline in the price of gold in Hong Kong stocks fell 
from HK$367 per tael at the end of July to HK$333 at B™ventorie 
the end of August. Jjustment, 





thirds of | 





Sources: Ta-Kung-Pao, Hong Kong, August 10, 1949; 














Far East Trader, San Francisco, California, B* ¥@S in 1 
September 8, 1949. Sources: | 
( 
Credits to Indonesia 
The Netherlands Government has proposed to Parlia- 
ment that the limit of advances which the Netherlands By ¢_ Cre 
Treasury is allowed to make to Indonesia be raised from 
950 million guilders to 975 million guilders (equivalent The U. 
to US$368 million). Indonesia’s debt on Treasury Ac: Top ann 
count was 758 million guilders at the end of 1948. The e"°PS Will 
Indonesian Government will use this account in 1949 oo corn 
to make payments estimated at 254 million guilders, and it below the 
is estimated that 44 million guilders, received from various he fourth 
sources, will be paid into this account. Payments for Dushels, si 
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the repatriation of Dutch who have worked in Indonesia 
will be lower than in 1948, and interest payments of 39 
million guilders will in the future be made through the 
Commercial Account. Payments for passages and govern- 
mental imports will be higher, and 36 million guilders 








slish Will be paid to the Indonesian pension funds. It is esti- 
pital mated that total payments during 1949 will be 20 million 
t 50 guilders less than in the previous year. 





Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, September 1, 1949. 


UNITED STATES AND CANADA 


U.S. Business Conditions 








The number of persons employed in the United States 
increased by 227,000 between July and August, and un- 
employment fell by 406,000. Most important was a sharp 
rise of 1,368,000 in nonagricultural employment; farm 
employment fell by 1,140,000, owing to seasonal factors. 
The index of industrial activity of the Board of Governors 
of the Federal Reserve Board fell to 162 (1935-39 — 
100) in July (17 per cent below the November 1948 
peak), but rose in August to 169, according to prelimi- 
nary figures, or almost to the June level. 

Personal income declined in July to an annual rate 
of $209.7 billion, from $212.6 billion in the previous 
month. Most of the decline was accounted for by the fall 
in agricultural income (from $20.6 billion to $18.6 bil- 
lion) resulting from reduced marketing. For the first 
seven months of 1949, personal income was at an annual 
rate of $212.7 billion, $4 billion above the same period 
of 1948, but farm proprietors’ income was down 13 
per cent. 

Total business inventories at the end of July were 

$50.4 billion, which was $1.1 billion less than in June. 
Unadjusted figures show that stocks of durable and 
nondurable goods, and manufacturers’ and retailers’ 
stocks fell by about the same amount, while wholesalers’ 
inventories remained unchanged. After seasonal ad- 
justment, total inventories fell only $700 million; two 
thirds of the decline was in durable goods, and most of 
it was in manufacturers’ stocks. 
Sources: Council of Economic Advisers, Economic Indi- 
cators, September 1949, and U. S. Department 
of Commerce, Press Releases, September 8 and 
9, 1949, Washington, D. C. 
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= U.S. Crop Report 

om 

aa The U. S. Crop Reporting Board recently published 
-y Ac-(mctP estimates as of September 1 indicating that 1949 
The TOPs will total about 130 per cent of the 1923-32 average. 
- 1949 ihe corn crop of 3,526 million bushels will be slightly 
and it §*ow the 1948 record of 3,651 million. The wheat crop, 








the fourth largest on record, is estimated at 1,129 million 
bushels, slightly below the 1,288 million of 1948. Other 
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crops that are expected to decrease slightly are oats, 
from 1,492 million bushels in 1948 to 1,314 million in 
1949; peanuts, from 2,339 million pounds to 1,792 mil- 
lion; and potatoes, from 446 million bushels to 363 mil- 
lion. Rice and tobacco, however, are expected to be up 
slightly, the former 11 per cent and the latter 1 per cent. 
Source: The Wall Street Journal, New York, N. Y., Sep- 
tember 10, 1949. 


Canada Relaxes Travel Restrictions 


Canadians may now obtain permits through their 
banks for the expenditure of reasonable amounts of 
Canadian dollars in travel in Switzerland. Heretofore, 
Canadians visiting Switzerland were subject to the over- 
all annual hard currency travel ration of US$150. The 
new arrangements provide that Canadian dollars spent 
by Canadian travelers in Switzerland will be earmarked 
for purchases in Canada, and Canadian dollars will be 
convertible into Swiss francs at the U. S. dollar rate of 
approximately 4.28 francs per dollar. In all other 
respects, Switzerland remains a U. S. dollar area country 
as far as Canadian exchange control regulations are con- 
cerned. This Swiss agreement is similar to those recently 
completed with France, Belgium, Luxembourg, the 
Netherlands, Norway, and Sweden (see this News Survey, 
Vol. II, p. 15). 

Source: Department of External Affairs, Canadian 
Weekly Bulletin, Ottawa, Canada, September 2, 
1949. 


LATIN AMERICA 


Costa Rica Coffee Production 


Costa Rica’s 1949-50 coffee crop is expected to be one 
of the largest on record, with a possible yield of about 
475,000 bags of 60 kilograms each; that is, it will be 
approximately 57 per cent greater than the current crop 
and will exceed the 1947-48 crop, which ranks among 
the largest ever harvested in Costa Rica. 

Final figures for the 1948-49 crop are 302,107 bags, 
or about 35 per cent less than the 1947-48 crop. Exports 
of coffee from Costa Rica in the second quarter of 1949 
amounted to 85,863 bags, of which the United States took 
70,171. 

Source: U. S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., September 
12, 1949. 


Venezuela‘’s Domestic Credit 


During the first six months of this year, Venezuela’s 
“Corporacion de Fomento” issued credits of 58.4 million 
bolivares (US$17.4 million) to agriculture and industry. 
These credits were issued to producers in regions where 
private banking credit is not available. 

Source: El Universal, Caracas, Venezuela, August 30, 
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Colombia’s Exchange Position 


Colombia’s international payments position showed 
improvement in July. The backlog of commercial pay- 
ments is estimated to have been reduced to approximate- 
ly $20 million, from $42 million in June. The Office of 
Exchange Control predicted that on or before September 
30, 1949 Colombia would be completely up to date in its 
international commercial payments. The dollar-exchange 
releases in July were made possible by drastic import 
restrictions during the four-month period commencing 
April 1, 1949. 

Source: U. S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., September 
12, 1949, 


OTHER COUNTRIES 


Australian Budget 


The Australian Commonwealth Budget for the finan- 
cial year ending June 30, 1950 provides for expenditure 
of £A567 million and revenue of £A532 million. The 
deficit of £A35 million will be met from the Loan Fund. 
Last year the budget was balanced at £A535 million. In 
addition to the reductions in the income tax and the 
social service contribution which have operated since 
July 1, 1949, there are to be reductions in the sales and 
entertainment taxes, and the special initial depreciation 
deduction of 20 per cent is to be extended from 1950 
to 1952. Expenditure includes a proposed gift of £A10 
million to the United Kingdom (see this News Survey, 
Vol. II, p. 72). 

The Australian Government is studying the question 
of borrowing dollars, but it is reported that direct bor- 
rowing is regarded as a last resort. The Prime Minister 
has stated that U. S. firms investing in Australia, and 
providing the greater part of their investible funds in 
dollars, will be welcomed. Dividends may be remitted in 
dollars. Direct borrowing in the United States by 
Australian firms is not favored by the Australian 
Treasury. 

Sources: The Financial Times, London, England, Sep- 
tember 8 and 10, 1949; The Times, London, 
England, September 10, 1949. 


Gold Output in French Equatorial Africa 


The value of gold production in French Equatorial 
Africa in 1948 reached the record figure of 259 million 
CFA francs (all figures are computed on the basis of $35 
an ounce). After 1936, when the value of output was 39 
million CFA francs, it increased without interruption 
until 1941 when it was 154 million CFA francs. There- 
after, gold mining became less profitable, because of 
rising wages, and production dropped continuously to a 
low of 122 million CFA francs in 1945. It increased 


again in 1946, to 162 million CFA francs, and then fel 
in 1947 to 159 million. 

The French Government decided to encourage goli 
production, first in May 1947 by granting a premium tp 
producers, then in December 1948 by allowing half oj 
the production to be sold at free market prices, and again 
in April 1949 by permitting total production to be sold on 
the free market. The result of these measures was the 
record output of 1948. 

Source: Ministere de la France d’Outre-Mer, Bulletin 
d’Information de la France d’Outre-Mer, Paris, 
France, August 1949. 


South African Finances 


The Union of South Africa will, according to a re 
port in The Journal of Commerce, soon make an appli. 
cation for a $60 million loan from the Export-Import 
Bank. The loan will be on a short-term basis, probably 
five years. Participation of private American banks wil 
be requested. The money will be used mainly for main. 
taining imports from the United States. At present vir 
tually no import permits are being issued for goods 
from the United States and few are being granted. for 
British goods. Dollar exchange has been put aside tv 
cover equipment, for the Union’s steel plants and trans 
portation system, which is expected to be delivered late: 
this year. 

South African gold reserves fell by £2 million during 
the week ended September 2, to £33 million. Sterling 
holdings rose by over £1 million, to £5.7 million. The 
commercial banks are now granting loans more easily. 
Their total of discounts, loans, and advances at the end 
of July was £152.5 million, which is an increase of £91 
million since May and the highest since January. | 
Sources: The Financial Times, London, England, Sep 

tember 6, 1949; The Times, London, England 
September 8, 1949; The Journal of Commerce, 
New York, N. Y., September 12, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial] comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
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